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CASE NO. 20 1 1-00035 

VERIFICATION 

I verify, state and affirm that the data request responses filed with this 
verification and for which I am listed as a witness are true and correct to the best of 
my laowledge, information and 

Novick, President & CEO 

STATE OF mNTUCKY 

COUNTY OF: DAVIESS 

The foregoing was signed, acknowledged and sworn to before me by 
Sanford Novick, t h i s 5 2  day of May, 20 1 1. 

My commission expires 

Notary Pbblic, Ky.  State at Large 

(seal) 



CASE NO. 201 1-00035 

VERIFICATION 

I verify, state and affirm that the data request responses filed with this 
verification and for which I am listed as a witness are true and correct to the best of 
my knowledge, information and belief formed after a reasonable inquiry. 

Steve Thompson, Vi& President - Finance 

STATE OF mNTUCKY 

COUNTY OF: DAVIESS 

The foregoing was signed, acknowledged and sworn to before me by 
Steve Thompson, this e day of May, 20 1 1. 

My commission expires k, / L r  8 12- 

Nzary Public, ICY. State at Large 

(seal) 



CASE NO. 201 1-00035 

VERIFICATION 

I verify, state and affirm that the data request responses filed with this 
verification and for which I am listed as a witness are true and correct to the best of 
my knowledge, information and belief formed after a reasonable inquiry. I /- 

Nkwland, Vice President - Engineering 

STATE OF KENTUCKY 

COUNTY OF: DAVIESS 

The fore oing was signed, acknowledged and sworn to before me by 

My commission expires d x f .  /6 ~ 28 /A 
John Newland, this - $ z% day of May, 20 1 1. 

Notary Public, KY. State at Large 

(sed) 



CASE NO. 20 1 1-00035 

VERIFICATION 

I verifj state and affirm that the data request respons-s filed with this 
verification and for which I am listed as a witness are true and correct to the best of 
my knowledge, information and belief formed after a reasonable inquiry. 

- 

ations 

STATE OF KENTUCKY 

COUNTY OF: DAVIESS 

The foregoing was signed, acknowledged and sworn to before me by 
Gerald Ford, this e day of May, 20 1 1. 

MY commission expires A ~ B Y .  /L ,  ~d I A ~ . -  

t h k  
Notary Public, K'Y. State at Large 

(seal) 



CASE NO. 20 1 1-00035 

VERIFICATION 

I verify, state and affirm that the data request responses filed with this 
verification and for which I am listed as a witness are true and correct to the best of 
my knowledge, information and belief formed after a reasonable inquiry. 

Keith Ellis, Vice President - Human Resources 

STATE OF KENTTJCKY 

COUNTY OF: DAVIESS 

The foregoing was signed, acknowledged and sworn to before me by 
Keith Ellis, this B a y  of May, 201 1 .  

My commission expires . A,, A d  /2 

2 ? 7 L  . _.-- 

Notary Public, KY. State at Large 

(seal) 



CASE NO. 201 1-00035 

VERIFICATION 

I verify, state and affirm that the data request responses filed with this 
verification and for which I am listed as a witness are true and correct to the best of 
my knowledge, information and belief formed after a reasonable inquiry. 

STATE OF KENTUCKY 

COUNTY OF: DAVIESS 

The foregoing was signed, acknowledged and sworn to before me by 
David Hamilton, this @day of May, 20 1 1. 

My commission expires /h,, A 0 / 2  

Notary Public, KY. State at Large 

(seal) 



CASE NO. 20 1 1-0003 5 

VERIFICATION 

I verify, state and affirm that the data request responses filed with this 
verification and for which I am listed as a witness are true and correct to the best of 
my knowledge, information and belief formed after a reasonable inquiry. 

y a c k  D. Gaines, JDG Consulting 

STATE OF GEORGIA 

The foregoing was signed, acknowledged and sworn to before me by 
Jack D. Gaines, this 2/1 day of May, 20 1 1. 

My commission expires --I 



CASE NO. 2011-00035 

VER 1 F I CAT1 0 N 

I verify, state and affirm that the data request responses filed with this 
verification and for which am listed as a witness are true and correct to the best 

of my knowledge, information and belief after a reasonable inquiry. 
r-7 

Robert Welsh 
President, Welsh Group, LLIC 

COMMONWEATH OF VIRGINIA 
COUNTY OF: LOUDOUN 

The foregoing was signed, acknowledged and sworn to before me by 

Robert N. Welsh, this 1 3 d a y  of April, 2011. 

MY commission expires 8 e I (  J U  i 9 

I--._ 

Notary Public 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

201 1 RATE APPLICATION 

[tern 1) Refer to Kenergy’s response to item 1 .a., page 3 of 3, and item 12.d. of the Second Data 

Request of Commission Staff (“Staffs Second Request”). The response to 12.d. states that the present 

rate for the 19,500 Lumen-250W-MH-Flood Light should be $8.61. Kenergy provided a revised 

Exhibit 1 OA, page 6, in response to item 1 .a. to correct a different light. The revised Exhibit 1 OA, page 

6, does not include a correction for the 19,500 L,umen-250W-MH-Flood Light. Provide an updated 

revised Exhibit 10A, page 6, showing a correction for this light. 

Response) Item 1, pages 2 -3 of 3, contain the above referenced information. 

Witness) Steve Thompson 

Item 1 
Page 1 o f 3  



FOR ALL TERRITORY SERVED 

PSC NO. 
Community, Town or City 

2 

First Revised SHEET NO. 15A ___ 

Henderson, Kentucky CANCELLING PSC NO. 2 

-- OriPinal SHEET NO. 15A 

r CLASSIFICATION OF SERVICE 
I__- Schedule 15 - Private Outdoor Lighting 2 

Comrnercial.&Industrial Lighting 
(Available to all classes except residential) 

Type Liplit Watts Approx. Lumens 
Available for New Installations after April I ,  201 I :  
Flood LiPhting Fixture 
High Pressure Sodium 250 28,000 
High Pressure Sodium 400 6 1,000 
High Pressure Sodium 1,000 140,000 
Metal Halide 250 19,500 
Metal Halide 400 32,000 
Metal Halide 1,000 1 07,000 
Not Available for  New Iristnllatiotis after April I ,  20I1: 
Contemporary (Shoebox) Lighting Fixture 
High Pressure Sodium 250 28,000 
High Pressure Sodium 400 6 1,000 
High Pressure Sodium 1,000 140,000 
Metal Halide 250 19,500 
Metal Halide 400 32,000 
Metal Halide 1,000 107,000 
Not Available for  New Installations after April I ,  201 I :  

T 

j 
Avg. Monthly (per lamp per month) 

Energy IKWH) Rates 

103 $ 9.86 
160 $12.47 
3 77 $28.64 

98 $ 9.45 
156 $12.44 
373 $28.64 

103 $11.29 
160 $13.97 
377 $28.64 
98 $10.88 

156 $13.71 
373 $28.64 

Decorative Lighting Fixtures 
Acorn Globe Metal Halide 100 9,000 42 $10.67 
Acorn Globe Metal Halide 175 16,600 
Round Globe Metal Halide 100 9,000 
Round Globe Metal Halide 175 16,600 
Lantern Globe Metal Halide 175 16,600 
Acorn Globe HPS 100 9,500 

71 $12.94 
42 $10.46 
71 $11.95 
71 $12.08 
42 $12.09 

DATE OF ISSlJE- March 1,2011 - 

DATE EFFECTIVE April 1 ,2011 -~ 
Month / Date /Year 

Month / Date / Year 

ISSUED BY 
(Signature of Officer) 

TITLE President and CEO 

BY AIJTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. 201 1-00035 DATED 

Item 1 
Page 2 of 3 
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KENERGY CORP 
201 1 RATE APPLICATION 

PRIVATE AND OUTDOOR LIGHTING CONSUMPTION ANALYSIS 

(a) (b) (d (d) (e) (0 (4) (h) 
Monthly wholesale Wholesale Distribution Distribution 

Number Assigned kwh Present Proposed Present Proposed proposed Proposed 
DESCRIPTION billed kwhllight booked rate rate Revenue Revenue rate revenue 

Private Outdoor Lighting 
Tariff sheet 15 

Standard(seNed overhead) 
7000 LUMEN-175W-MERCURY VAPOR 1 
12000 LUMEN-250W-MERCURY VAPOR 
20000 LUMEN-400W-MERCURY VAPOR 
9500 LUMEN-100W-HPS 
27000 LUMEN-250W-HPS 
S ~ u ~ ~ n L ~ l D ~ , ~ I . R ~ ~ O L h ~ ~ - ~ ~ ~ ~ n  LGT 
9000 LUMEN-100W METAL HA 
24000 LUMEN-400W METAL H 
20000 LUMEN-20OW-HPS 

Commercial and Industrial Lighting 
Flood Lighting Fixture 
28000 LUMEN HPS-250W-FLOOD LGT 
9% nJA I ? J h E ~ ~ G d ~ ~ ~ E I - r ; % . ~ - F i - ~ ~ ~  (LGT 

Tariff sheet 15A 

18 140000 LUM-1000W-HPS-FLOOD LGT 
19 19500 LUMEN-250W-MH-FLOOD LGT 
20 32000 LUMEN-400W-MH-FLOOD LGT 
21 107000 LUM-1000W-MH-FLOOD LGT 
22 Contemporary(Shoebox) 
23 28000 LUMEN250W-HPS SHOEBOX 
24 61000 LUMEN-400W-HPS SHOEBOX 
25 107000 LUMENS-100W-MH SHOEBOX 
26 19500 LUMEN-250W-MH SHOEBOX 
27 32000 LUMENS-400W-MH SHOEBOX 
28 107000 LUMENS-1000W-MH SHOEBOX 
29 Decorative Lighting 
30 9000 LUMEN MH ACORN GLOBE 
31 16600 LUM-175W-MH ACORN GLOBE 
32 9000 LUM-175W-MH ROUND GLOBE 
33 16600 LUM-175W-MH ROUND GLOBE 
.,n, '~~sssy'L'dd,-*,73ol-1dH ILk?lTER?b G'Ln&E 
35 28000 LUM - HPS ACORN GLOBE 
36 Tariff sheet 158 
37 Pedestal Mounted Pole 
38 STEEL 25 FT PEDESTAL MT POLE 
39 STEEL 30 FT PEDESTAL MT POLE 
40 STEEL 39 FT PEDESTAL MT POLE 
41 WOOD 30 FT DIRECT BURIAL POLE 
42 ALUMINUM26 FTDlRECTElJRlAL 
43 FLUTED FIBERGLASS 15 FT POLE 
44 FLUTED ALUMINUM 14FT POLE 
45 Street Lighting Service 
46 Tariff sheet 16 
47 7000 LUMEN-175W-MERCURY VAPOR 
48 20000 LUMEN-400W-MERCURY VAPOR 
49 9500 LUMEN-lO0W-HPS STREET LGT 
50 27000 LUMEN-250W-HPS ST LIGHT 
51 9000 LUMEN-1O0W METAL HA 
52 24000 LUMEN-400W METAL H 
53 Tariff sheet 16A 
54 Underground service with non-std. pole 
55 UG NON-STD POLE-GOVT & DISTRICT 
56 Overhead service to street lighting distrir 
57 OH FAC-STREET LIGHT DISTRICT 
58 Decorative Underground service 
3Y sm- LUMFl-~ECO~- /%w-Bb- ALWRhJ 
60 6300 LUM DECOR-70W-HPS LANTERN 
61 12600 LUM HPS-70W-2 DECOR FIX 
62 28000 LUM - HPS ACORN GL 14 FT POLL 
63 Special street lighting districts 
64 BASKETT STREET LIGHTING 
65 MEADOW HILL STREET LIGHTING 
66 SPOlTSVlLLE STREET LIGHTING 
67 

33,868 
2,417 
6,744 
3,195 
1,804 

L W  

5,021 
139 
45 

978 
1 

132 
21 1 

1,233 
438 

36 
168 
432 
30 

1,188 

11 
284 

88 

32 

384 
1,164 

198 
514 
57 

255 
104 

4,662 
2,036 
7.301 

654 
3 

24 

6,340 

132 
:ts 

4,341T 
1,845 

360 
127 

868 
360 
835 

70 
97 

155 
44 

101 
?59 
42 

156 
75 

103 
?m 
377 
98 

156 
373 

103 
160 
377 
98 

156 
373 

42 
71 
42 
71 
7 4, 

42 

70 
155 
43 
85 
42 

156 

3u 
30 
60 
43 

23 
23 
23 

9,370,760 $ 7 1 6  
234,449 $ 845 

1,045,320 $ 9 98 
140,580 S 695 
182.204 S 9 9 8  
42,LZY .6 r i 'J5 

210,882 $ 653 
21,684 51345 
3,375 S 969 

(1) 

100,734 S 899 

49,764 $2617 
20,678 $ 8 6 1  

192.348 $11 36 
163,374 S26 17 

3,708 $1027 
26,880 $1275 

162,864 S26 17 
2,940 5 9 9 1  

185.328 S1250 
$26 17 

482 S 967 
20,164 $11 74 

- $ 9 4 8  
6,248 SI084 

- %+RA& 
1,344 Si095 

227 ,zx E* 1 3% 

$ 635 
$ 715 
$1202 
s 398 
s 8 1 6  
S 874 
5 960 

326,340 S 7 16 
315.580 $1002 
313,943 s 695 
55,590 S I 0  10 

126 S 653 
3,744 $1324 

5 5 1 2  

$ 213 

1'3U,&%- 5 gS3 
55,350 $ 983 
21,600 51736 
5,461 $1898 

19,964 $ 2 4 9  
8,280 $ 225 

19,205 S 283 

5780 $ 958,495 S 1 
$919 $ 20,424 $ 

S1082 $ 67,305 $ 
8759 $ 22,205 S 

S1087 S 18.004 $ 
SfPJ7T 5 3,030 S 
$7 13 $ 32,787 $ 

SI463 $ 1.870 $ 
SI087 S 436 S 

,044,170 S 
22,212 s 
72,970 S 
24,250 S 
19,609 S 
3 , L W  $ 

35,800 s 
2.034 $ 

489 s 

$978 $ 8,792 S 9,565 S 
Ef7_!!& E $6?74 $ $755* E 
$2840 $ 3,454 S 3,749 S 
$937 $ 1,817 $ 1,977 S 

$1234 $ 14,007 $ 15,215 S 
$2840 $ 11,462 $ 12,439 S 

S I 1  19 s 370 $ 403 $ 
$1385 S 2,142 S 2,327 S 
$2840 S 11,305 s 12,269 S 
51079 S 297 $ 324 5 
$1359 $ 14,850 $ 16,145 S 
$2840 $ - S - S 

$1058 $ 106 $ 116 $ 
51283 $ 3,334 $ 3,644 S 
$1037 $ - $ - S 
$1 185 $ 954 $ 1,043 s 
?A', 3% 5 - s - s  
$11 99 $ 350 s 384 s 

$697 $ 2,438 $ 2,676 $ 
5785 S 8.323 $ 9,137 $ 

$1320 $ 2.380 $ 2,614 S 
$437 $ 2,046 5 2,246 S 

$960 S 2,229 $ 2,448 $ 
$1054 5 998 S 1.096 S 

$898 s 486 s 512 s 

$780 S 33,380 S 36,364 S 
$1087 S 20,401 $ 22,131 S 
$759 5 50.742 S 55,415 S 

S I 1  01 S 6,605 S 7.201 $ 
57 13 S 20 $ 21 s 

$1440 S 318 s 346 S 

$562 5 32,461 S 35,631 S 

53234 S 281 $ 309 S 

$IC ii S 47,bT2 S 48,i42 S 
51077 S 18.136 $ 19,871 S 
$1902 S 6,250 $ 6.847 S 
$2081 $ 2,410 S 2,643 S 

$271 5 2,161 $ 2,352 $ 
$245 $ 810 $ 882 $ 
$309 $ 2,363 5 2,580 S 

787 s 
927 S 

1091 s 
765 S 

1096 S 
r247 5 
7 19 s 

1475 s 
1096 S 

986 S 
1247 % 
2864 S 
945 $ 

1244 S 
2864 S 

1129 S 
1397 S 
2864 S 
1088 s 
1371 S 
2864 $ 

1067 $ 
1294 $ 
1046 S 
1195 s 
'82% % 
1209 s 

703 s 
792 $ 

1331 S 
441 S 
90F s 
968 S 

1063 $ 

787 s 
1096 S 
765 S 

11 10 s 
7 19 s 

1452 S 

567 $ 

236 S 

lU l f6  s 
1086 S 
19 18 $ 
2099 S 

273 $ 
247 S 
312 s 

1.053.54 1 
22,406 
73 577 
24.442 
19,772 
y"9tP 

36.101 
2.050 

493 

9.643 
9.7 ,?a 
3 780 
1,994 

15.339 
12,544 

406 
2.347 

12.372 
326 

16.287 

117 
3.675 

1.052 

387 

2,700 
9,219 
2.635 
2.267 

516 
2,468 
1.106 

36.690 
22.315 
55.853 
7.259 

22 
348 

35,948 

312 

4r.132 
20.037 
6.905 
2 666 

2 370 
889 

2.605 

68 - .-_I_.- .- 
S1.451.851 S 1,582,036 69 13,690,967 

70 Rounding difference -1.104 $ 48 s 48 
71 Per books kwti 13,689.863 Per bonks revenue $ 1.451.899 S 1.582.083 
72 sum of unwind factors 
73 Per books revenue $ 1.451.899 
74 Wholesale factor sum of 002 effective 7/01/10 adjusted for line losses 0 00208728 times 13.689.863 28,575 27.328 
75 Wholesale Non-Fac PPA of S(0 000963) less base rate roll in -0 00009102 Normalized revenue $ 1.480.474 

77 (1) should have been billed $9 98 increase S 128,938 increase S 13.854 
7E 01. tnnMib-aaJusieo inr normailzea ieslyear kv& saies rtoposea revenue 8 I".bW.41*2 s 1.Lizs.Zbi- 

S 1,595,938 
$ 
s 1.595.938 

27.328 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

2011 RATE APPLICATION 

[tern 2) Refer to Kenergy’s response to item 1 .c. of Staffs Second Request. 

a. A copy of an agreement with Meadow Hill subdivision was provided. However, 

:he present rate for this subdivision of $2.25 shown in Kenergy’s notice does not appear in the contract 

xovided. Explain why this contract has not been updated. 

b. The response indicates that there are three separate contracts for the lighting 

-ates. In the Commission’s regulations, 807 KAR 5:Ol I ,  Section 13, states that, “Every utility shall 

tile true copies of all special contracts entered into governing utility service which set out rates, 

:harges or conditions of service not included in its general tariff.’, Explain why Kenergy has not filed 

I copy of the three lighting contracts with the Commission. 

Response a&b) Kenergy is the consolidation successor of Henderson-Union Electric 

2ooperative and Green River Electric Corporation effective July 1, 1999 and approved by the 

2omniission in Case 99-162. These agreements were executed in the 1970’s and the billing and 

neinber records are not available in a complete manner back to that period. Therefore, Kenergy 

:annot provide responses to items 2a and 2b as to why the 1970 contracts were not filed with the 

2ommission, or updated during the 1970 - 1990’s. 

I would like to offer that it appears from the agreement found in PSC 2nd data request 

tern 1 c, page 2 of 2, that the intent was to charge the rate found under “their regular S.L. schedule” for 

he lights installed in the subdivisions. The total revenues received would equate to the tariff rate for 

;treet lights times the number of lights installed. Under this concept, the tariff rate was used to bill the 

Item 2 
Page 1 of 2 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

201 1 RATE APPLICATION 

lights, therefore, Henderson-TJnion may have deemed it unnecessary to file the agreements with the 

Commission since the general street lighting tariff rate was being charged. 

Witness) Steve Thompson 

Item 2 
Page 2 of 2 
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KENERGY COW.  
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

201 1 RATE APPLICATION 

Item 3) 

application, First Revised Sheet No. 3SR. 

Refer to Kenergy’s response to item 1 .f. of Staffs Second Request and Exhibit B of the 

a. Explain how the Replacement Cost Factor of 1.26 percent on First Revised 

Sheet No. 3SB was derived. 

b. State whether the proposed recovery of replacement cost means that Kenergy 

intends to set aside funds to help with the replacement of equipment if replacement is needed prior to 

the end of its usekl life. 

c. Given the typical accounting treatment of early plant retirements, explain why it 

is necessary to include this type of component in the facilities charge. 

Response a) The 1.26 factor is based on the present value of the expected replacement costs. 

The expected replacement costs are determined by an actuarial approach based on the Iowa-type 

survivor curves, which are survival frequency distributions developed by Iowa State TJniversity for use 

in depreciation studies for electric utilities. In this case, the present value replacement cost is 

determined by calculating the replacement cost for each year based on the failure percentage given by 

the 30-year survivor curve, adjusted for 3% inflation and a 6% discount rate. Item 3, page 3 of 3, 

provides the calculations. 

Response b) Yes. 

Item 3 
Page 1 o f 3  
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

2011 RATE APPLICATION 

Response e)  The two are not directly related. Although plant retirements are factored into the 

depreciation rates, the effects are primarily from historical levels of retired plant due to upgrades and 

system improvements, rather than premature plant failure. The Replacement Cost Factor is needed to 

sdd revenue to pay for early retirement of dedicated facilities due to premature failure. It acts as a risk 

premium based on the potential for failure that spreads the cost over all customers subject to the 

Facilities charge. Therefore, the capital recovery component of the facilities charge includes two 

Aements. The first is based only on amortizing the original cost over 28 years (the useful life based on 

the composite depreciation rate of 3.55%) not including a component for retiring plant that fails earlier. 

The second is the Replacement Cost Factor 

Witness) Jack Gaines 

Item 3 
Page 2 of 3 



30-Year 
R2 Curve 
Inflation Rate 
Discount Rate 

1.00 
2.00 
3.00 
4.00 
5.00 
6.00 
7.00 
8.00 
9.00 

10.00 
11.00 
12.00 
13.00 
14.00 
15.00 
16.00 
17.00 
18.00 
19.00 
20.00 
21.00 
22.00 
23.00 
24.00 
25.00 
26.00 
27.00 
28.00 
29.00 
30.00 

Sum 

Survival Rate 

99.67% 
99.30% 
98.89% 
98.44% 
97.93% 
97.37% 
96.76% 
96.08% 
95.33% 
94.5 1 % 
93.61% 
92.63% 
91.56% 
90.39% 
89.13% 
87.75% 
86.26% 
84.65% 
82.91% 
8 1.03% 
79.0 1 % 
76.85% 
74.53% 
72.06% 
69.43% 
66.64% 
63.70% 
60.6 1 % 
57.38% 
54.03% 

3 .OO% 
6.00% 

Failure Rate 

0.33% 
0.70% 
1.11% 
1.56% 
2.07% 
2.63% 
3.24% 
3.92% 
4.67% 
5.49% 
6.39% 
7.37% 
8.44% 
9.61% 

12.25% 
13.74% 
15.35% 
17.09% 
18.97% 
20.99% 

10.87% 

23.15% 
25.47% 
27.94% 
30.57% 
33.36% 
36.30% 
39.39% 
42.62% 
45.97% 

Incremental 
Failure Rate 

0.33% 
0.37% 
0.41% 
0.46% 
0.51% 
0.56% 
0.62% 
0.68% 
0.75% 
0.82% 

0.98% 
1.07% 

0.90% 

1.17% 
1.27% 
1.38% 
1.49% 
1.61% 
1.74% 
1.88% 
2.02% 
2.16% 
2.32% 

2.63% 
2.79% 
2.94% 
3.09% 
3.23% 
3.36% 

2.47% 

Inflation 
Factor 

1.03000 
1.06090 
1.09273 
1.1255 1 
1.15927 
1.19405 
1.22987 
1.26677 
1.30477 
1.34392 
1.38423 
1.42576 
1.46853 
1.51259 
1.55797 
1.6047 1 
1.65285 
1.70243 
1.75351 
1.8061 1 
1.86029 
1.91610 
1.97359 
2.03279 
2.09378 
2.15659 
2.22 129 
2.28793 
2.35657 
2.42726 

Expected 
Nominal 

Cost Factor 

0.00339 
0.00390 
0.00448 
0.00513 
0.00586 
0.00667 
0.00759 
0.00861 
0.00975 
0.0 1 102 
0.0 1243 
0.01399 
0.0 1572 
0.01764 
0.01975 
0.02208 
0.02464 
0.02746 
0.03054 
0.03389 
0.03754 
0.04148 
0.04572 
0.05025 
0.05506 
0.06010 
0.06533 
0.07069 
0.07610 
0.08145 

Present 
Value Factor 

0.00320 
0.00347 
0.00376 
0.00406 
0.00438 
0.00471 
0.00505 
0.00540 
0.00577 
0.006 15 
0.00655 
0.00695 
0.00737 
0.00780 
0.00824 
0.00869 
0.009 15 
0.00962 
0.01009 
0.01057 
0.01 104 
0.01 151 
0.01 197 
0.01241 
0.01283 
0.01321 
0.01355 
0.01383 
0.01404 
0.01418 

0.25956 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

2011 RATE APPLICATION 

Item 4) Refer to Kenergy’s response to item 1.j. of Staffs Second Request and Exhibit B of the 

application, First Revised Sheet No. 137. The response states that the text change was made for 

clarification purposes. State whether the text change indicates a change in Kenergy’s current practice. 

If yes, provide the reason for the change. 

Response) 

attempt to improve internal communications. 

The text change does not indicate a change in Kenergy’s practice. It represents an 

Witness) John Newland 

Item 4 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

2011 RATE APPLICATION 

Item 5 )  

application, First Revised Sheet Nos. 139 and 139A. 

Refer to Kenergy’s response to item 1 .k. of Staffs Second Request and Exhibit B of the 

a. Explain whether Kenergy encourages customers to install the trench and conduit 

rather than Kenergy installing it or Kenergy having it installed. 

b. Explain the reason for the difference in cost between the $8 per foot if a 

contractor performs the trenching and $12 per foot if Kenergy performs the trenching. 

c. Explain the circumstances under which a contractor would perform the 

trenching rather than Kenergy performing the trenching. 

Response a) 

conduit. Actual experience has shown improved coordination and less overall cost with this practice. 

The tariff, as stated, attempts to encourage customers to install the trench and 

b) The unit cost for a contractor is a negotiated fee and represents an average based 

an the type af work anticipated. The Kenergy unit cost is based on actual experience for work orders 

where Kenergy performed trenching. 

c) 

if the contractor is unavailable. 

A contractor will always be the first clioice and Kenergy will perform the work 

Witness) John Newland 

Item 5 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

201 1 RATE APPLICATION 

Item 6) Refer to the response to item 2 of Staffs Second Request. State whether the Non-Fuel 

Adjustment Clause Purchase Power Adjustment rate of ($.001005024) is used in the billing analysis 

provided in Exhibit 1 OA of the application. If yes, state where in the billing analysis it is used. 

Response) 

served rate class. It is included as follows: 

Exh. 10A, pg. 14, col. K, In. 7 

Exh. lOA,pg. 1, col. F, In. 37 

Yes, it is included in the calculation of proposed “Rider” revenue for each non-direct 

$( 1 , 146,244) 

+1,140.513,641 KWH 

$(0.001005024) per K W H  

IJnwind Rider + $0.0020873 per KWH 

Exh. 10R, col. D, In. 26 - + 0.000914 per K W  

Proposed “Rider” $0.001996276 per KWH 

For example: Residential KWH sales of 738,388,323 x $0.001996276 = $1,474,010 as shown on Exh. 

1 OA, page 1, col. H, In. 7 (any differences are due to rounding). 

The Unwind Rider is the current wholesale net Rider of $0.002 per K W  grossed up for 

losses for a retail equivalent. The $0.000914 is equal to the loss adjusted change in the base wholesale 

rate, which is a roll-in of environmental surcharge. It is added back as a Rider to reflect that it is 

revenue neutral. 

Witness) Jack Gaines 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

2011 RATE APPLICATION 

:tern 7) Refer to the response of item 13 of Staffs Second Request. 

a. Refer to the response to 13.b. State whether Big Rivers has changes its 

netliodology for billing demand since Kenergy’s most recent rate case. If no, explain the reason for 

he change in the demand allocation methodology discussed in this response. 

b. Refer to the response to 13.g. The response to sibparts 1 and 2 state that the 

illocation factors used for Accounts 584 and 594 in the cost of service study (“COSS”) were incorrect. 

(1) State whether correcting for these errors throughout the COSS would 

:hange the proposed allocation of the proposed revenue increase to each of the rate classes. 

(2) Provide an electronic copy of the COSS after the correction is made. 

Response a) 

?or billing. Big Rivers has been using the member monthly NCP demands. 

Yes, Big Rivers’ is proposing to use the Big Rivers system monthly CP demands 

Response b(1) 

*eveme allocations. 

The corrections do not significantly change the results or the recommended 

Response 

filing. 

b(2) The electronic copy of the COSS is provided on the CD enclosed with this 

Witness) Jack Gaines 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

201 1 RATE APPLICATION 

[tern 8) The response states that “the minimum-intercept 

salculations are provided in the file ‘Staff 2-13j - Plant Classification - 2010”’. There was no 

attachment to the response nor was a file of that name included on the CD provided by Kenergy with 

its responses. Provide a copy of Staff 2-13j - Plant Classification - 2010 or provide its location in the 

Kenergy’s responses to Staffs Second Request. 

Refer to the response to 13.j. 

Response) This information is enclosed on the CD provided in this filing. 

Witness) Jack Chines 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

201 1 RATE APPLICATION 

Item 9) 

non-responsive regarding its decision to select the current providers. 

requested. 

Refer to the response to item 27.c. of Staffs Second Request. Kenergy’s answer was 

Provide the explanation 

Response) In 2006, Kenergy elected to move its group medical insurance with the Kentucky Rural 

Electric Cooperative multi-employer medical plan with East Kentucky Power and other cooperatives. 

The recommendation resulted in an approximate 10% savings over the previous provider’s 2005 rate. 

Kenergy elected to move its group dental plan with Health Resources, Inc. in 2009 due 

to a savings of 18% of the previous provider’s 2008 rate without any reduction in plan design. 

Witness) Keith Ellis 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

2011 RATE APPLICATION 

Item 10) 

First Data Request of Commission Staff (“Staffs First Request”). 

Refer to the response to item 17 of Staffs Second Request, and item 8, page 16 of the 

a. Provide an analysis of the items that make up the balance of $4,276,428.35 in 

Account 142.200 - Other Accounts Receivable as of June 30,2010. 

b. Does the test year include any expenses that were not reimbursed by FEMA 

resulting from events other than the 2009 ice storm? If yes, provide an analysis of the items and the 

accounts in which they are recorded. 

Response a) Item 10, page 2 of 2, contains the above referenced information. 

b) No. 

Witness) Steve Thompson 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

201 1 RATE APPLICATION 

Item 11) Refer to the response to item 18 of Staffs Second Request. 

a. Refer to the response to 18.1 ., Account 4 19000, Interest-Dividend Income. The 

reasons provided for the change in this account total $605,341. The change in the account from 2009 

to the 20 10 test period was $4 16,02 1 , or $ I 89,320 less. Provide an explanation for this difference. 

b. Refer to the response to 18.h., Account 597000, Dist Exp-Main-Meters. Explain 

what is meant by “CT” meters and h l l y  explain how the new meter testing requirement for CT meters 

differs from the previous testing requirements, and the resulting impact on testing expenses. 

e. Refer to the response to 18.j., Account 920000, Adm-Gen Exp-Ops-Executive 

Salary. The response indicates that $180,306 more in labor and overheads for Kenergy employees was 

charged to this account from 2009 to the 2010 test year. Provide a detailed explanation for the 

increased mounts of labor and overheads being charged to this account. 

d. Refer to the response to 18.m., Account 935000, Maint of General Plant. The 

response indicates that the increase is due to more labor and overheads for Kenergy employees being 

charged to this account versus other areas during the test year. Provide a detailed explanation of the 

reasons for the increased labor and overhead being charged to this account. 

Response a) The change is summarized below: 

RIJS Cushion of Credit Income 
CFC CTC’s Income 
Deferred Compensation (loss) Earnings 
Short Term Investment Income 
Error Posting CFC Receivable 
Miscellaneous Items 

Test Year 
$884,640 

95,103 
93,467 
8,548 

(47,3 66) 
21 

$1 -034.4 13 

-- Prior Year 
$643,185 

95,103 
(232,573) 

65,432 
47,366 

$6 1 8.392 
-1121) 

Difference 
$24 1,45 5 

-0- 
326,040 
(56,884) 
(94,732) 

142 
$4 16.02 1 

Witness) Steve Thompson 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQIJEST FOR INFORMATION 

201 1 RATE APPLICATION 

Response b) “CT” or Current Transformer Rated Meters are set at accounts that require 

instrument transformers to be metered safely and efficiently. They are used to keep dangerously high 

voltages and currents out of the meter sockets so they may be maintained safely by service personnel. 

‘CT”” meters in the response to 18.h should have actually used the term “Instrument Transformer 

Rated” instead of CT Meter. 

To be in compliance with PSC testing requirements for instri.ment transformer rated accounts all CT’s 

md PT’s (instrument transformers) are to be tested when the meter is tested. Because of the need to 

lave a “load” or current flow through the CT’s when being tested, additional testing equipment is 

-equired over and above Kenergy’s field test kits, if the account is not loaded at the time of test. 

(energy employed the services of a meter testing contractor to perform the tests on all instrument rated 

iccounts. The contractor is required to have and use the special testing equipment to be able to apply a 

oad on the instrument transformers if required for testing during the site testlinspection to meet PSC 

-equirements. This accounts for the increase in account 597.000 during the test period. Kenergy also 

lownsized its’ meter shop by not replacing personnel upon retirements of two individuals, therefore, 

(energy does not have the manpower available to perform these tests in-house. 

Witness b) Gerald Ford 

3esponse c) Approximately $82,000 was related to pension costs, with $25,000 for health 

nsurance. The remaining $75,306 increase resulted from more labor and payroll taxes charged to this 

iccount vs. other accounts in the prior year. 

Item 11 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

201 1 RATE APPLICATION 

Response d) 

telephone system maintenance. 

The increase results from more time required for personal computer and 

Witness c&d) Steve Thompson 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

THTRI) DATA REQUEST FOR INFORMATION 

201 1 RATE APPLICATION 

Item 12) Refer to the response to item 23 of Staffs Second Request. 

a. Identify Kenergy’s designated representatives to attend the Kentucky 

Association of Electric Cooperatives meetings. 

b. Provide a detailed explanation for the election expense totaling $5,847.72 and 

how this expenditure benefits Kenergy customers. 

c. Provide a detailed explanation for the expenditure for Director Insurance in the 

amount of $24,664.07 and how this expenditure benefits Kenergy customers. 

Response a) 

Cooperatives board of directors are Glenn Cox and Sanford Novick. 

Kenergy’ s designated representatives to the Kentucky Association of Electric 

b) Of the $5,847.72 in election expenses, a further review discovered that 

$2,680.24 in expenses were for 2009 elections and should be removed from the test year. The 

remaining $3,167.48 in expenditures is detailed as follows: 

Postage - $2,652.38 

Ballot Envelopes - $ 418.44 

Mileage reimbursement for Credentials & Election Committee - $ 96.66 

$3,167.48 

Election of directors is an integral part of the cooperative form of business. Customers are benefitted 

by having representation on the Board of Directors. 

Witness) Sanford Novick 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

201 1 RATE APPLICATION 

Response c) The $24,664.07 is for Directors and Officers liability insurance. The coverage 

provides protection of the director’s business and personal assets in the event of a lawsuit. Kenergy’s 

members benefit as the assets of Kenergy are protected in the event of a lawsuit. Providing insurance 

to directors is an incentive for them to serve as directors and broadens the pool of candidates. 

Witness) Keith Ellis 

Item 12 
Page 2 of 2 





1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

. .  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

f-l? 

KENERGY COW. 
RESPONSE TO THE COMMISSION'S 

THIRD DATA REQUEST FOR INFORMATION 

201 1 RATE APPLICATION 

[tern 13) 

md location of the data resulting in a TIER of 1.25 as indicated on line 18 of the response. 

Refer to the response to item 25.a. of Staffs Second Request. Provide the calculation 

Response) 

was as follows: 

Please refer to PSC 2"d data request, item 25, page 3 of 3, line 9. The calculation made 

2009 - 1.48 

2008 - 1.13 

2007 - 1.59 

2006 - .70 

2005 - 1.35 

6.25 I 5  = 1.25 

Witness) Steve Thompson 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

201 1 RATE APPLICATION 

.tern 14) Refer to Exhibit 5 of the application, page 5.  

a. Refer to lines 12 and 30. Provide a breakdown, by the items identified on Line 

)0, of the supplemental wage payments in the amount of $27,535. 

b. Provide an explanation for each of the payments identified in 14.a. 

c. Provide the calculation of the pro-forma part-time rate of $23.46 shown on line 

). 

d. Refer to the explanation on lines 26 to 28 of the calculation of the overtime rate. 

l o  the employee’s hourly rates used in the calculations include any general, merit or step wage 

tdjustments that occurred after the test year? If so, state the percent of increase included. 

e. Provide a revised Exhibit 5, page 5, substituting the wage rates in column (i) 

with the average wage rates for 6/30/10 per Exhibit 5 ,  page 5f, column (a). The overtime and part- 

ime rates should be calculated in the same manner as they were originally on Exhibit 5, page 5. 

Response 

Witness) 

a) Biggest Loser Contest Awards - $ 1,380.00 

Moving Expenses - CEO - $ 7,354.60 

Retirement Gifts - $ 5,600.00 

Service Awards - $1 2,375.00 

- $ 825.00 United Way Awards - 

$27,534.60 

K.eith Ellis 
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KENERGY COW. 
RESPONSE TO THE COMMISSION'S 

THIRD DATA REQUEST FOR INFORMATION 

2011 RATE APPLICATION 

Response b) 

weight and committed to a healthier lifestyle. 

Biggest Loser - Incentive program awarded to employees that lost the most 

Moving Expenses - Amount agreed upon by incumbent CEO and board for 

payment of moving expenses. 

Retirement Gifts - Retirement awards presented to employees in appreciation 

for years of service to the cooperative. 

Service awards - Recognition awards given to employees for every five years 

of service. 

United Way - Incentive awards to increase employee financial involvement in 

United Way. 

The costs were removed for rate-making purposes. (See Exhibit 5, page 5, line 12, column k). 

Witnesses a & b) Keith Ellis and Steve Thompson 

Response c) This rate represents the hourly rate of the one part-time emplayee. 

Response d) See response to item 14e. Yes, the proforma overtime rate includes the board 

approved wage rate changes implemented on January 1 , 20 1 1 , two months before the rate application 

was filed. See Exhibit 5, page 5f, column q and r. However, these rates were applied to employee 

levels at June 30,2010. I 
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KENERGY COW. 
RIESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

2011 RATE APPLICATION 

Response e) Kenergy objects to this data request on the grounds that the January 1 , 201 1 

wage rates submitted by K.energy in its application in Exhibit 5, page 5, constitute a known and 

measurable change, which was applied to test year-end employee levels. The Kenergy board approved 

the wage rates at its December 20 10 meeting, and the rates were implemented on January 1 , 20 1 1 , two 

months prior to the filing of the application. However, without waiving the objection, Kenergy 

attaches hereto as item 14, page 4 of 7, a modified Exhibit 5, page 5. 

Further, three other adjustments in the application that utilized January 1 , 20 1 1 

price levels have been modified to use June 30,2010 price levels, and are attached hereto as item 14e, 

pages 5-7 of 7. 

A comparison of the four modified adjustments using June 30,20 10 price levels 

to the original adjustments using the known and measurable levels of January 1 , 201 1 applied to test 

year-end levels of activity follows: 

Modified 
Increase 
(Decrease) 
Expeiises 

L,abor ($ 15,136) 
Overheads Related to L,abor ($ 92,481) 
Contractor Vegetation Management ($636,258) 
Economic Development Payment 

From Wholesale Power Supplier $ 49,472 

[$694.403 

Original 
Increase 
(Decrease) 
Expenses 

$1 83,562 
($1 13,897) 
($967,153) 

$ 83,972 

[$SI 3.51 6) 

Change 
Increase 
(Decrease) 
Expenses 

($198,698) 
$ 21,416 
$330,895 

$34,500) 

$1 19.1 13 

TJsing the modified adjustments, increases test year expenses by $1 19,113 over the original adjustment 

level and therefore would increase the revenue requirement. 

Witness c, d, e) Steve Thompson 
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KENERGY CORP. 
201 1 RATE APPLICATION 

CONTRACTOR VEGETATION MANAGEMENT ADJUSTMENT 
Modified to reflect June 30, 2010 contract cost 

Contractor vegetation management expense during test year 
recorded in Account 593.300 for routine maintenance 
(1,325 miles @$2,865) 

- - Proforma Expense - 1,103 miles @$2,865 

Adjustment - Reduction to test year expense 

Explanation: 
The number of miles cleared during the months of July 2009 
through June 2010 were above the normal twelve month 
total due to crews catching up miles lost during February 
and March 2009 due to the ice storm restoration work. Also, 
the weather was abnormally good for clearing during the 
first quarter of 2010. The contract cost per mile beginning 

$ 3,796,353 

$ 3,160,095 

$ ,,(636,258) 
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KENERGY GORP. 
201 1 RATE APPLICATION 

ECONOMIC DEVELOPMENT PAYMENT FROM WHOLESALE POWER SUPPLIER 
Modified to reflect June 30,2010 annual amount 

Test Year Amollnt Booked $ 147,472 
(See PSC First Data Request, Item 30, Page 7, BREC Contribution) 

Proforma Amount 
(See Attachment - Page 1 la) 

$ 98,000 

Adjustment - Increase Test Year Expense $ 49,472 
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KENERGY COW. 
RESPONSE TO THE COMMISSION'S 

THIRD DATA REQUEST FOR INFORMATION 

201 1 RATE APPLICATION 

[tern 15) 

iecessary using wages calculated in 14.d above using 6/30/10 wage rates. 

Refer to Exhibit 5 of the application, pages 6, 6c, 6d and 6e. Revise all schedules as 

Response) The response to item 14e contains the above referenced information. 

Witness) Steve Thompson 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

20 11 RATE APPLICATION 

[tern 16) Refer to Exhibit 5 of the application, page 6. 

a. Line 1 shows an adjustment to test year health insurance expense of $305,724. 

Fully explain the reasons for an increase of this magnitude. 

b. Line 6 shows an adjustment to test year pension expense of ($507,210). Fully 

:xplain the reasons for a decrease of this magnitude. 

Response a) The health insurance increase was due to a 5% increase in the overall rates by 

:he Kentucky Rural Electric Cooperative group plan plus an additional 10% surcharge assessed to 

Kenergy due to excessive claim utilization the previous plan year. 

Witness) Keith Ellis 

Response b) This schedule 

ndicates that the majority of the decrease occurred in the defined benefit and contribution plan for the 

brmer Green River Electric employees, The main impetus behind this decrease was the transfer of the 

:mployees in this plan to the defined benefit and contribution plan for the former Henderson-Union 

:mployees effective October 1 , 2010. The proforma cost excludes $384,000 of settlement losses 

3ooked during the test year and is simply based on 19.2% of proforma regular wages. 

Please refer to PSC IS‘ data request, item 27, page 2 of 3. 

Witnesses) Keith Ellis and Steve Thompson 

Item 16 
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KENERGY COW. 
RESPONSE TO THE COMMISSION'S 

THIRD DATA REQIJEST FOR INFORMATION 

2011 RATE APPLICATION 

[tern 17) 

match on employee savings for each pension plan listed. 

Refer to Exhibit 5 of the application, page 6d. Provide the calculations of the conipany 

Response) Item 17, page 2 of 2, contains the above reference information. 

Witnesses) Keith Ellis and Steve Thompson 

Item 17 
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KENERGY CORP. 
201 1 RATE APPLICATION 

OVERHEADS RELATED TO WAGE ADJUSTMENTS 

Pension 

A. Defined Benefit & Contribution Plan (former HUEC emplovees hired before 7/1/99) 
Proforma regular wages of the 36 ' participants 
at $2,336,035 ' times 24.68% = $  576,534 
Proforma regular wages of the 36 ' participants 

70,081 
$ 646,615 

- - at $2,336,035 ' times 3% maximum company match 

B. Defined Benefit & Contribution Plan (former GREC employees hired before 1/1/87) 
Proforma regular wages of the 42 ' participants 
at $2,970,435 ' times 19.20% = $  570,323 
Proforma regular wages of the 42 ' participants 
at $2,970,435 ' times 3% maximum company match 89,113 

$ 659,436 
- - 

C. Defined Contribution Plan (former GREC employees hired after 1/1/87 
plus all Kenerqv emplovees beainninq 7/1/99) 

Proforma wages of the 69 ' participants 
at $4,152,279 ' times 6% 
Proforma wages of the 69' participants at $4,152,279 ' 
times 3.4678% average company match (maximum is 5% of salary) 

D. Deferred Compensation Plan 457B & Defined Contribution 
Proforma regular wages of 1 participant, less wages included in C. above, 
at $56,502 times 6% 
Proforma regular wages of 1 participant, less wages included in C. above, 
at $56,502 times 5% maximum company match 

Total Proforma Pension 

1 = $9,515,251 per wage adjustment 
= 147 full time employees 

2 Used test year employee contribution rate times proforma wages. 
Company matches 50% of employee contribution up to 3% for former HUEC and up to 5% for former GREC. 

3 See Exhibit 5, Page 6j 
4 See Exhibit 5, Page 6k 
5 See Exhibit 5. Page 61 

= $  249,137 

143,993 
$ 393,130 

- - 

= $  3,390 

2,825 
$ 6,215 

- - 

!$ 1,705,396 
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Page 2 of 2 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

20 11 RATE APPLICATION 

Item 18) Refer to the response to item 26.c. of Staffs Second Request. Provide the percentage 

increases of any general, merit or step wage adjustments by pay grade that occurred subsequent to the 

test year. 

Response) 

information. 

Please refer to Exhibit 5 of the application, page 5f, column r for the above referenced 

Witnesses) Keith Ellis and Steve Thompson 

Item 18 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

201 1 RATE APPLICATION 

Item 19) Refer to Exhibit 5 of the application, pages 6e, 6q and 6r. Provide the calculations for 

the retention program refunds of $41,416 and $86,754 or the location of the calculations in the 

application. 

Response) 

Exchange, our worker’s compensation carrier. 

The calculations for the retention program are calculated by Federated Rural Electric 

Witness) Keith Ellis 

Item 19 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

201 1 RATE APPLICATION 

[tern 20) Refer to Exhibit 5 of the application, page 9, Contractor Vegetation Management 

4dj ustment. 

a. The response states that the number of miles cleared during the test year was 

hove normal for a 12-month period. What does Kenergy consider to be the normal number of miles 

;leared during a 12-month period? 

b. Explain how Kenergy determined that 1 , 103 miles was appropriate to use for 

salculating its pro-forma vegetation management expense. 

c. Provide the actual miles cleared for the calendar years 2006, 2007, 2008, 2009 

and 2010. 

Response a) An average of 1,080 miles cleared per year over a five-year period. 

Response b) Beginning in 2005, Kenergy’s board of directors and management placed a 

renewed emphasis on vegetation management as a means of improving reliability. With that came a 

commitment to provide adequate fimding for the program. It is common for electric utilities to strive 

to achieve a cycle of between 4-5 years in an effort to balance the cost of clearing right-of-way with 

the anticipated reliability benefits. At the time, Kenergy determined that it was cost prohibitive to 

institute a cycle less than approximately six years and began implementing that planned approach. 

Shortly after this, all utilities were required to submit a vegetation management plan to the Kentucky 

Public Service Commission, in part identifying their VM cycle. Kenergy’s cycle length is consistent 

with this approach and is stated as not to exceed six years. 

Item 20 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

201 1 RATE APPLICATION 

A second objective for Kenergy was to reduce the next cycle length to a level 

nore consistent with the 4-5 year timeframe. As a result of Kenergy’s continued commitment to its 

VM program, we will begin meeting the objective of reducing the cycle to 5 years beginning in 201 1. 

Kenergy maintains approximately 5,400 miles of overhead line. In order to achieve a 5 year VM cycle 

length, an average of 1,080 miles will need to be cleared each of those 5 years. 1,103 represents 

nileage associated with a specific set of feeders to be cleared in 2011 and is consistent with the 

werage mileage associated with a 5 year VM cycle. 

Response c) 2006 - 736 miles 

2007 - 993 miles 

2008 - 91 6 miles 

2009 - 939 miles 

2010 - 1,152 miles 

Witness) Gerald Ford 

Item 20 
Page 2 of 2 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

2011 RATE APPLICATION 

[tern 21) Refer to Exhibit 5 of the application, page 11, Economic Development Payment from 

Wholesale Power Supplier. Line 5 references Page 1 la, which was not attached. Provide a copy of 

page 11 a. 

Response) Item 21, page 2 of 2, contains the above referenced information. 

Witnesses) David Hamilton and Steve Thompson 

Item 2 1 
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From: 
cent: 

&ubject: 
>: 

David Hamilton [dhamilton@kenergycorp~com] 
Tuesday, December 07,2010 416 PM 
'Steve Thompson' 
FW: Economic development budget for 201 1 

Based on this information we reduced the amount from $98,000 to $63,500. 

From: Russ Pogue [ rnailto: Russ. Poaue@biarivers.com] 
Sent: Thursday, October 14,2010 1058 AM 
To: snovick@ keneravcorD.corn; Burns Mercer; Kelly Nuckols; Bill Blackburn; Mark Bailey 
Cc: David Hamilton; Izell White; Tim Gossett 
Subject: Economic development budget for 2011 

As a result of proposed budget reductions for 2011, the economic development budget has been reduced from 
$201,000 to $132,300. The reduction totals $68,700. The contribution to each of your budgets will depend on the 
number of customers a t  the end of the year, but generally breaks down to  50% Kenergy, and 25% to  JPEC and MCRECC. 
Our board of directors has not passed the budget a t  this time, yet I know you are in the process of budgeting and 
wanted to  inform you of this potential change. If you have questions please let me know. 

Thanks, 

Russ 

'uss Pogue 
,lanager of Marketing and Member Relations 

Big Rivers Electric 
270 827 2561 

"~~ -...-....-..".-- -"___7-1_I --.-. 
The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review, retransmission. dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 
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KENERGY COW. 
RESPONSE TO THE COMMISSION'S 

THIRD DATA REQUEST FOR INFORMATION 

201 1 RATE APPLICATION 

Item 22) In the same format as provided in item 30 of Staffs First Request, provide a detailed 

schedule of Kenergy's total 201 0 annual meeting expenses including expenditures recorded post test 

year. 

Response) 

Witness) 

Item 22, pages 2-3 of 3, contain the above referenced information. 

David Hamilton 

Item 22 
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RESPONSE TO THE COMMISSION’S 
FIRST DATA REQUEST FOR INFORMATION 

451 
# Members in 
Attendance 1541 

201 1 RATE APPLICATION 

660 258 

Most Recent Annual Meeting 

# Members 
Voting for New 

Board 
Members 

# of Board 
Members 
Elected or 
Re-Elected 

The meeting was held June 8, 2010, at the Sportscenter in Owensboro, Kentucky. Registration 
for the meeting ran from 3:OO p.m. to 6:30 p.m. Member-owners and their families were served 
a light meal consisting of a pork loin sandwich, chips, drink and popcorn. The Annual Meeting 
was in the format of an Energy Expo. Vendors included: Sun Windows, Neei, Crafton & Phillips 
LLC, Acme Plumbing & Heating, Thermal Cell, Graber Insealators, Woodard Cooling & Heating, 
Schwartz Heating & Cooling, Insulated ConcretelBatlard Construction, Green River Appliance, 
Frontier Basement Systems, Disaster Emergency Services, KY Division of Forestry, UK 
Extension Office and KY Department of Air Quality and W.I.R.E. (Women in Rural 
Electrification). The Expo was from 3:OO p.m. to 6:30 p.m. with the business session lasting 
from 6:30 to 7:20. The business session included a welcome from the board chair, report of the 
board secretary concerning there being a quorum present, remarks by the President and CEO, 
Sandy Novick, and the awarding of scholarships. Door prizes were awarded throughout the 
evening, about every 30 minutes 

1,622 2,633 1,221 1,423 

- -__I- 

3 Re-elected 1 Re-elected 4 Re-elected 3 Re- 
1 New 1 New elected 

-- 

Data on Most Recent (2010) and Four Previous Annual Rlleetinqs 
- ~ -  1 June 8,2010 I 2009 I2008 I2007 

i $29,116 1 $13,038 1 $18,581 1 $13,443 
Total Cost of 
Annual Mtg. 

2006 

431 

1,244 

2 Re-elected 
1 New 

$1 3,752 

Note: Cost of Annual Meeting excludes staff labor and overhead. 
201 0 expenses include $1 0,000 for scholarships. 

Revised 04-22-201 1 

Reason for revision: Total cost for 2010 annual meeting was reported on PSC First Data 
Request for Information as $29,179. This number has been changed to $29, I 16 as outlined on 
attached list of detailed expenses. The difference is the $63 for postage which was expensed by 
JE 3/31/10 and also taken as a debit against Mars2 201 0 cash deposits. 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

Life (Yrs) Net Salvage (%) 
Current Proposed Current Proposed 

2011 RATE APPLICATION 

_ _ ~ _  
3 64 

365 

Item 23) Refer to the response to item 16 of Staffs Second Request. With the higher net salvage 

having been adjusted out of depreciation rates in the 20 10 Depreciation Study, explain what factors are 

responsible for the .5 percent increase in rates for Account 364.000, Poles, Towers and Fixtures, and 

Account 365.000, Overhead Conductors and Devices. 

t 

30 32 -53 -5 1 -~ 

36 36 -47 -40 

Response) To understand the proposed ..5 percent increase in rates for Account 364.000, Poles, 

Towers and Fixtures, and Account 365 .OOO, Overhead Conductors and Devices requires an 

understanding of the current depreciation rate since the proposed rates are a direct calculation of the 

recommended life and net salvage. The fact that both accounts have a .5% increase is coincidental; it is 

not by plan or for any other reason. Table A below shows that the proposed life estimates are the same 

or longer and the proposed net salvage values are both less than the current. These parameter changes 

would normally result in an equal or lower depreciation rate. This indicates that the reason for the 

deprecation rate increase in these accounts is the current depreciation rate. 

~ “ i A  - Comparison of Current and Proposed Life and Net Salvage 
~~ 

The current approved depreciation rates were developed in the 2006 Depreciation Study. In the 2006 

study the depreciation rates calculated from the current parameters in Table A generated the 

depreciation rates shown in Table B, column (c). These rates are significantly higher than the current 

Item 23 
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KENERGY COW.  
RESPONSE TO THE COMMISSION’S 

THIRD DATA REQUEST FOR INFORMATION 

(b) ( 4  ( 4  ( 4  
Rate Rate Based on 2006 Rate 2010 

Before 2006 2006 Life and Recommended Proposed 

201 1 RATE APPLICATION 

3.1 5.1 

rates shown in Table B, coluinn (d) because the 2006 Study recommended a transition plan that would 

4.2 4.7 

move to the appropriate depreciation rates over a ten-year period. 

365 3.1 

-- 
Table B - Comparison of Depreciation Rates (%) 

I 

4.1 3.4 3.9 

Net Salvage 1 &Approved 1 Rate 1 

The proposed depreciation rates for these accounts in the transition plan were approved by the 

Commission and are roughly the half way point froin the ten current 3.1 % rate to the appropriate rate 

determined by the life and net salvage (Table B, column (c)). It was expected that in the next study the 

depreciation rates for these account would be increased the remainilig amount to bring the account 

depreciation rates to the appropriate long term level. The rates proposed in the 2010 Depreciation 

Study shown in Table B, column (e) complete the transition to depreciation rates directly calculated 

from the most appropriate life and net salvage estimates. These new rates are lower than the calculated 

rates in the 2006 study because the life is longer in account 364 and the net salvage in both accounts is 

less than the 2006 estimate. 

Witness) Robert Welsh 

Item 23 
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KENERGY COW. 
RESPONSE TO THE COMMISSION'S 

THIRD DATA REQUEST FOR INFORMATION 

2011 RATE APPLICATION 

Item 24) In the same format as provided for Exhibit 5 of the application, page 12, provide a 

depreciation schedule for both distribution and general plant accounts that includes test year 

depreciation expense by account. The schedule should reflect pro-forma adjustments as well as 

adjustments resulting from proposed depreciation rates. 

Response) Item 24, page 2 of 2, contains the above referenced information. 

Witness) Steve Thompson 

Item 24 
Page 1 of 2 



c 

v 
m 

0 0 0 0 0 0 0 0 0 0 0 0 0  
10 0 0 0 0 0 0 0 0 0 0 0 0 
0 0.0 T 0 0 0 0 0 T (u 0 0 
a o 4 4 P i c f i t i u j c c j b b G &  
a a a a m a a m a a a a a  
m m m m m m m m m m m m m  

e. 
9. 

.I- 
C 

+ 
K m 
a - - 
P 
a, 
K 

8 
- m 
0 + 
.I- 

e64 

li: a 
0 
.I- 

Item 24 
Page 2 of 2 


